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1. Establishment and purpose. ‘the Handelsorgania ation (HO) runs a chain of 
State-omed stores and restaurants selling scarce goods varationed but at 
high prices.- The establishment of the organization was pushed by the SIMA 
early in 1948, but 1t was fought by the DK, the SED, and the FCB. Finally 
on 22 October 198, Heinrich Rau, president of the DUK, delegated General. 
Ernest Gtinther Burmeister to set up tha new organisation, and the SMA in- 
structed the various ministries for trade and procurement to places stores and 
restaurants at the disposal of the HO by application of the claime ordnance 
(Anforderungsverordmung) analagous te the power-of-state laws (Relchsleistungs— 
gesetz). The compensation provided fe: in the claims ordnance was paid by the HO 
without any court action. Compensation was made “within the law", that is, the 
approximate value, on which payment was based, was determined by prewar etendards 
without concern for new prices or for business loss. 


225x122 [Li _________—*dsr he primary purpose of the HO is to extend socialisation te 


the commercial sphere. For this reason, the HO is a permanent crgamigation. which 
Should in time absorb all privately~omed commercial firms. The eventual incor~ 
poration of the consumer cooperatives into the 19 is also being discussed in the 
SHA and in the Central Secretariat of tae SED. Secondary purposes of the i 

are as follows: to make possible the eventual clinmination of rationing as 

prices for HO goods gradually drop and demand for then accordingly increases: 

by reens of its hi¢h prices to abserb the surplus money (Geldtiberhfinge) in 

the Soviet Zones by its price policy to force down black market prices, 


3, Administration. According to the statute of the HO, confirmed by the DUK 
Secretariat and published in the IQK gazette of 7 December 1918, the HO 
consieta of an Executive Comittee (Verwaltungsrat) and a Business Administra~ 
tion (Gesch#ftsfihriuag). 

a» Executive Committee 
Ghodyman Hes, Greta Euckhof’, member of the IV secretariat 
Deouhy Paul Ganther-Gilimenns (CBU), chairmen of the DUKts 
Main sdministration for Trade and Procwrerent 
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nopresentatives from various DU offices: 
hele Adz mistrabtion for Fiemee: villi Rumpf and Dr. Steiner, both 


4 
of whom play a. important role in the Executive Committee 
Main Administration forth Food Industaey 
Main Administration for In orzonal and Foreign Trade 
Nain Administration for Ee:nomic Planning 
Main adiaistration for Lids Industry 


Deputies from: 
FDGB (Seviet Zone trade union orgaiization) 
DFB (Women's League) 
FDJ (youth organization) 


Representatives from the varic.s Lander: 
Marohn (Earl Maron ?), EecLin Magistrat 
te. Schaumann (sic), Minésterial—Direktor in Brandenburg 
Wolf, Ministerial-—Direktor in Saxcny—Anhal \, 
Gavhl (Gavi or Gaull ?), Winisterial-Cirekiv in Mecklenburg 
Dr. Georg Knabe (CDU), ‘inister in Saxony 
An Overregliemmgsrat fiom Thuringia 


bh. The Business Administration 
Chairman: Parl Paender, + 15 Apri, I9hg . 
Hamann Strelt,« 1 January - 1! Apr’l i9h¢ 
Eeist-(iinther Burmeister,# 22 Oc bar ~ 31 December LOLE 
Directory of Purchase 
and Sale of Indeastria. , 


Commodities: frno Specht, 1 danuary 1919 = 
Oeputy: : fen. Hartwig 


Director of Purchase wd 
Sale of Food and : 
Restaurants: Gen. Schlér,+ 1 January 199 - 
(In October 1919, expected to te relievd in 
the near future because of incompetency' 
Deputy: Sch&ne, whe actually runs this department — 


Director of the Sguretariat 
and the Orzanj.uetion ere " 
Departments Dr. Raphael,# 15 Aprit 19h9 ~ 
Ernat-Gtinther Bucmeister,« 1 January - 15 April. Lg 


Chief of Persvanel: . Seiffert + 
Deputy: lives, iidders # 


Ghie? of Og viral ; 
Sectgong Gen. Helmut Pranic (SED) : 
(Actuy.ly this section is ruu by Dr. Raphael, Director of the Secre.. 
tard: and the Organization Department.) 


Finance lirector: Huneak + 


Chie? of Planning 
factions: — Sehultze « 
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Berlin: Direztor: Gen. Marchoax 


énd Busi ess Lstae 
plish: ats Director: Gen. Niecsch + 


a 


Brarienb f: Director: Gen. Dr. Stammler, « who will take office after 
; Burmeister resicns 


Saxony- ahal.t: Director: Gen. Ahrens % 


fhuviy ia: Director: Gen. Adam Doetseh + 
Dowty: . Mr. Christiansen * 


Sey ay: Dircetor: Heing Sieger: # 


cldLenburg: Director: Gen.Hese + 
Deputy: Mertens + 


Lh, 4 )eongh the HO is incorporated under public law, which gives the DVK Lined 
..thority over the HO, actually all decisions of any significance are made 
ay the SHA. Through ite local SMA's, the SMA has built up an information service 
on all U0 problems, so that very often Karlsherst is informed more quickly 
and more completely concerning events in HO stores and restaurants than 
the HO administration itself in the DYWK. This results in frequent clashes 
oetween Karlshorst and the DvK and the HO central office. 


Local SMA officers who direct the 0: 


Berlin Lt. Col. Gubich 
andendure Maj. Neumov 

Saxony-Anhalt Capt. Habinski 

Mecklenburg Lt. Col. Lykov 


Harlshorst officials concerned with HO affairs: 
' ‘Two SMA departments, which vie with one another for authority 
over HO: 
Finance Department, which usually has the decisive authori ty: 
Maletin, Sitnin, and Kobrin. 
Trade Department: Drofa, Shumlin, and Soloveit 


Chuwmachov, SHA deputy economic advisor and 


Kovalk, economic advisor, who are over the two above-mentioned 
department ts. 


5. he HO is also unofficially directed by the SED Central Secretariat, princi- 
pak. ly by Valter Ulbricht, and under bim the head of the Economics Division, 
AETV Stoph, and the director of the Trade Division, Kurt Volt. The SED 

*. %) Gxereises conbrol throuch the HOts Fersonnel Section Be its Control 

action, both of which are manned as far as possible with SED : embers . 

The Control Seetion, whose members are chosen for their secre Lean ings 

ar than their professional competence, has im several cases made eccusa~ 

wnich were later exposed as unauthorised in orderly court procedure, 

wet ene a partial. restitution was given to the parties concerned since such 
gages were looked upon as a defeat for tre se The methods of the Control 
division have lead to a general feelins cf insecurity emong all of the 


25,060 HO employees. In the Personnel Sectis my not only does the private 
40 information service check every candicate for any kind of position wOry. 


closely as to his political. leanings, but the numerous personal records of 
avery candidate ral a pesition about the level of salesgirl or cleaniag woman 

aro Sorwarded to the PPA (Politischer Priifungsaucschuss ~- Political Byarmi~ | 
nation Commit as of the SEpTOHE sae SED Lancdvorstand, who has final, authori ty. 


25X1 


Approved For Release 2003/12/22 : CIA-RDP82-00457R004200510006-7 


ae 


25X11 


&, 
F 


ped 


Approved For Release 2003/12/22 : CIA-RDP82-00457R004200510006-7 


7 : 25X1A 
CENTRAL INTELLIGENCE AC ENCY [ 


~ he 


divtiewlty is that the Russians have al: ways .emarded o higher price from the 
German public thar was proposed by the Germa: stores, which have been more — 
avare of the .ctual situation.’ When in Mare] and acril 1919 ‘there was 2 
sharp drop ir sales because of the fact that ‘he exoss buying power(Kauf~ — 
Imafttiberhan,} had already been siiymed off, the Gel..an agencies propused. 

a drop in HO orices of 0 - 50 percent, but th» price trop authorized by 

the SMA on 1,4 May amounted to on average of on\y 20 ‘per. ~h. When this 

orice Lowerl uy proved insufficient, the SNA orcvred anoth « prise drop on 

21 duly I9h¢, and after this the HO price level vmcunted % ebout 55 porcent, 
of the pric.c demanded when the HO opener. its FIG stores 21." vestauraris 

on 1S Noverser 1949. In the second half of Septem.ar the sale .* manuJZac-- 
“yred good had slowed down because of the unfound: 1 opinion tha the HO 
might dror its prices in the immediate future. This sumor-was basi" gn the 
oromise muc at the time of the estalLishmens of the 10 that within 4 

year and 1 half HO prices would be gradually cropyed. acct they reac.qd the 
level Tin.i for rationed goods, but, lack of merchands.3se ‘makes the ful.-jimert - 
6. this somise impossible. . 


Sales pn. The sales figures tc be reached by the I are predeteri.' ned 
‘Sy plars made by the INK's Main Administration for Finance and approved 
by the ©MA. The original plan enviseged a sales turnover of 3.6 billion 
(411i+den) DU for 19)9, but in the First quarter o. L949 it was proven 
toat te.8 figure could not bs reached becouse of the i: sas ciaerernsral wy of puttin, 
on seo. goods of corresponding selling value. Accordiaciy, in March 19h9 
the eles goal for 1949 was reduced to 2.) billion for the year or 200 
wi) om 4 e mouth, By the end of September 199, the pen for the first 
thre 3 quarters had been fulfilled 111.5 percent. The po dass of “tie 
goa’. assigned to each Lead and the percentage of fulfilivent by each land 
is -o follows: _ 


Share of tctal Percentage cof Mannfactur ed Food Restaurants 


HO turn-over Land's goal goods 
fulfilled: a 

ie rin 20%. 98.2 % 7703 % 35,8.% 96.7 % 
Fendenburg 12 5 102.4 $ 76.5 % LY.3 % Vss.0% 
va clenburg 10 408.7 6 5 & Vi.s.. W689 

fe xory . : 
Anhalt "8 % 208.0 3 97.95 .« Masse W6.0 8 
‘agony 28 % 130.7 &% 80.52  - 207.5 % - 93,2 § 
"ayarbLngla 12 4 109.0 % 70.7 % 147.8 3 107.7 $ 


Zone total 100 4 Li1L.5 % 76.7 & U9 6 §. 10.8 € 


and if grid ea ee offi ae ower a a pie month period does not 

ob this obLigntion, she is dismissed for incompetency. Ou the othe. hand 
bemused are paid for sales. above the goel: in restaurants, me 6 is panned 
to dneuwurate the same system in the Bioree e 


Fine: foe plan. The HO conducts ite pusir 3085 With its own capital of 150 

fiition DH—east, placed at its cleposal. nae the Deutsche Notenbank: at the 

ingcanee of the DWX. This amount is alldied exclusively for salable. gcods 

hana end defraying everhead expenses. Over and. above this, the | 
“yas reosived a loan of approximately ‘LOO million UMe-east from ths 

7 “.oubsche Taves ny onabanl for investments. This loan must be paid back to 

che bank mith 15 percent annual (alijuhr Lich) interest. 


avery day the HO stores and restauraata mast deposit their total daily 
nevocesds to a specisl aeeeeae in their local. Sank, wiich in turh turns over 
is money to the Lander tmisstons uri Girobanken. thers the money io 
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; in the SED Central Secretariat. control over MO personnel wa thers 
cised Ly Khang aac Ratnmana of the FRA. General Schwara, chiss 
PPA, is top, arbnority in Potsdam. 


&. Gomodity procurement. HO procurement plans for industrial. comaodities must 
be drawn up quarterly by Schmuck, main division director in the DWK'S lain 
Administration for Trade and Procurement. These plans must then be apprcved 
by the SMA, to whom the HO must also report every two weeks on its current 
fuifiliment of the quotas set. Since, however, up until autuma 19k? the DIK 
has not been able to include the HO in its industrial production plans for the 

Soviet Zone, it has not been possible to fulfill the HO procurement plans 
by actual comnodiiy purchase. The HO hae been able to obtain some waolLd 
nevchandise from che export companies, but this consisted largely cf low 
quality goods dwayed ¢n the HO at exorbitant. prices. During the first 
three quarters of 19)9, the HO was able to purchase only LO percent of the 
goods assigned to it on paper for this period. Included in this figure are 
neay low-quality goods which the HO bought because cf the pressure of the 
fulfillment reports required by the Ruseians. Accordingly, a very large amount, 
of unsalable merchandise remains in the HO stores, and in October 19k? it had 
not been determined in what manner this merchandise could be soli. This 
ousists Lergely of inferior-quality textile goods. and household merchandise. 


9, ‘in the middle of September the INK presented a plan to offer this unsalable 
inferior merchandise to the still remaining private businesses, which have 
hed no further allotment of soods for at Least two years and have been ai- 
tSeapting to exist on the sale of cheap merchandise. The DWK expects that the 
private merchants will make considerable use of this opportunity to acquire 
goods, although the intention is to deliver the merchendise at about double 
the normal sellint price. Since most of the private firms do not have the 
funds to make purchases of this kind, the DV is prepared to direct the 
‘Ltnder Bmissions- und Girebarken to give credit at substantially easier 
terms to private businesses for these purchases. The DWK calculates phat 
because of the hich cost of thease goods to the morchant the prices which - 
orivate business must demand for there coode will be restrictive despite 
the fact that the goods can be sold without ration points. Accordingly,it 
is expected that the private firms w.11 nob be able to fulfill their credit 
obligations, and sn excuse will thus be provided for the government to 
sonfilecate them. 


8, The food required by HO stores and restaurants is derived chiefly from the 
inerease in the derman harvest. Luxuries such as coffee, shocolate, cocoa, 
ate, almost always have come from stocks conviscated by the Russian. or 
German agencies and delivered exalusively to the HO. Recently the HO alco 
acquired the large luxury etore in Pirna, previously used by the Yugosiavian 
Wilitary Commission for its extensive blackmarket activities legalized by 
the Russians until the difficulties arose betreen Yugotlavia and the USSx. 
The shortage of food items in the regular steres in the Soviet Zone is such 
Shas the HO has no difficulty selling its groc@ties despite the high prices 
demanded. 


2 over to importing from weetern 

re: vy all high-quality shoes and modern-styled women's clothes. Since 
Soviet Zone prodvetion of both these items remained so low that hardly any 
goods were to be obtained from this source, and at the same time the rise of 
this business in the west could not be concealed, the SMA ordered the pur- 
chasing of a certain amount of this high-quelity west German merchandise to 
“ina the people cf the Soviet Zoue the illusion that these desired articies 
were al@ on saic. from Soviet Zone production. 


, Im every case, final approval for prices musth be received from the 
“Trance Department. The inelasticity of prices resulting from this pro- 
acdeee has led te the loss of about 500,000 DR worth of merchandise, parti- 
ewlavly perishable food whien could not be sold by lewering prices. Anothar 


1. 
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civided uD every ten daya uy the HO branch pioices Fo to 23 May 1919, 

vbhea date of the first ceneval fall in uvices BF percent of ths receipts 

was taken as a so-called “nniget § . impose" : iaushalteufschlag) and denosited 
to accounts LOO19 in the Deutsche Netenbank BT a; up to LO July 1919, the 
time of the second genersi fall in HO prices; 5 percent of the recelote 

nt to this aceount; ard siuce LL duly 63 persant has been s0 deposited, 


This Wrdceb impestt goes in part to the huiwlans ea reparations payment 
and in part to the DIK on genera) government 1\cooser and for the support 
of the non-profitable VE%s (statc-ovmed plant var The BK is expected to 
cover ibs expenses from “the remining 37 pertcnt, 


first balance of tac HO fox the period fom i Hoverior to 31 December 
19 ‘Oh8 showed in a sales turn-over of 120 million Dieast < loss of approximtely 
“ willion DM. The s.cond talance for the pr)iod from 1 Jawary to 23 May 


29hS was being «aad: out in October 19149, ar: it was expecte’ to shaw a 


4-4 


ta 


2 

B. 

Loss of from 3.5 million to |, million DM. it a conference in Zeptenber 
Lhd » finance director Huneck estimated the orobable loss for ‘he period 


24 May to 30 Septumber at enother 3 miljion ii. Thus apart from (mabhénoig 
von) the excises turned over to the DVK, th 40 should have suffered a total 
less of about 9 million Di aieiae the first ton months of its exic\once. 


RO _establisuments. Or. 31 December 1948, 35 stres and 22 restaurant, were 
oder lh HO mnagerant. Sy the end of September 10,9. the HO was sellisr ite 
merchandise in 700 of te own permanent estal oshments. Besides stouts and 
restaurants, it manages Junch stands, coffee -td pastry shops, and sincial 
ae for textile foods, groceries, and fruit md vegetables. In addition 

o the aforementioved 700 permment establish: mts, the Ho has about <0 
Klos ks and an unte'.d number of tobacco shops sad moveable booths. , 


De Deutsche Inv:stitonsbank Sue promicn? ths HO fumda to etiable 2b t: 
increase ite atuce network 50 percent. ei mre, negotiations are 
underway betwee: Kucéshov and the HO central v anization to turn over to 

the HO on 1 daraary 1950 the manacerent ¢° the Russian UNIVERMAG whit: 

ap until now hus rin stores for mombers of £1: Saviet oceupation forces. 

in these ster. 3, ‘2xtiles, wanufactired prow sts, groceries, and Luxury i: chs, 
usually the i2me werchandise as the HO is selling, are being sold now to 

occupation pargoniel at the official HO prio 3. Awa token of friendship 
between the Sovict Zone ani the Russian occu ying cower, these stores and the 

HO are to be amaigamatad on 1 Jaranry 1950 for vse by both Germans anv] 

RussLans. 
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